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Chart 2
Analysis of lnterstate Loop Costs and the CCL Charge

)tion Amount Source

--'
10,170,306 Section 2.1 Appendix A**

912,283 Section 2.1 Appendix A**
11,082,589 Line 1 + Line 2--

--'
580,780 Section 2.1 Appendix A**

11,663,369 Line 3 + Line 4
'-

--"
4,481,370 Section 2.1 Appendix A**

16,144,739 Line 5 + Line 6
-::ommon Line BFP) $1,278,074,258 NYNEX Separations
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p per month $6.60 Line 8 I Line 7 I 12
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ge Revenues $2,748,325 TariffReview Plan**

$815.,268,463 Line 1°+ Line 11 +
Line 12

~d through EUCL $462,805,795 Line 8 - Line 13
$53,000,000 NYNEX Separations

System
$43,874,728 NECA

$423,147,908 TariffReview Plan***
!rough CeL $326,273,180 Line 17 - Line 16 - Line

15
~d through EUCL or $136,532,615 Line 14 - Line 18
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19 Loop cost not recover
CCL

16 LTS Pa ments Costs'
17 Total CCL Revenues
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** NYNEX 1996 AnnUli Access Filing; Transmittal No. 420: June 27, 1996.
*** Based on /995 ,,",'llghted rates.

Due to the fact tha the price cap system of rate regulation has broken the linkage

between prices and costs, here is no one-to-one relationship between the interstate

revenue requirements and the interstate revenues that are recovered through the price cap

regime. Chart 2 shows th, the total interstate loop cost is about $1.28 billion, with a

monthly loop cost of$6.f ) per line. The EUCL charges of$3.50 for residence and single-

line business and $6.00 fc multi-line business recover about $815 million. Ofthe



NYNEX Telephone Com ;)anies
Docket 96-45 Further Co nments

August 2, 1996
Page 47 of49

remainder of $463 million i Iterstate loop costs, it is estimated that about $326 million are

recovered through the CCI charge. The remaining $137 million is not recovered either

through the CCL charge 01 the EUCL charge.

70. Ifa portion ofthe <CL charge represents a contribution to the recovery ofloop
costs, please identify and discuss alternatives to the CCL charge for recovery of those
costs from all interstatt telecommunications service providers (e.g., bulk billing, flat
rate/per-line charge).

As is shown above most ofthe CCL charge represents the recovery ofloop costs.

The Commission's decisioi in Docket 96-98 to exclude the CCL charge from the rates for

unbundled network eleme, ts after June 30, 1997, or earlier, and the realities of the

competitive market will m Ike it impossible for the LECs to continue collecting the usage-

sensitive CCL charge to r, cover nontraffic sensitive loop costs. The emergence of

competition was NYNEX s primary reason for seeking the USPP rate structure in LATA

132, where the CCL for f1 ultiline usage is recovered through a per-presubscribed line

charge. However, there i a limit on the amount that can be recovered on a per-

presubscribed line basis b {ore interexchange carriers begin to have their customers

(particularly large busine~ ~ customers) un-presubscribe their lines and use pre-

programmed 10XXX dia· mg. Therefore, the Commission needs to adopt other

mechanisms for recoverir g common line costs

If the Commissio does not want to eliminate the CCL charge by raising the

EUCL charge or by inco porating CCL revenues in the universal service fund, it could

recover these revenues f om interexchange carriers through a bulk billing mechanism.
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Bulk billing would be assesed on all interexchange carriers offering service in a market

area based on the carrier's t ,11 market share (revenue or minutes). Such a procedure

would ensure that all intere~change carriers offering service in the market would bear a

proportionate share the rec Ivery of these costs. However, the most competitively neutral

mechanism would be the Ui Iversal service fund.

Low-Income Consumers

71. Should the new um versal service fund provide support for the Lifeline and Linkup
programs, in order to nlake those subsidies technologically and competitively neutral?
If so, should the amount of the lifeline subsidy still be tied, as it is now, to the amount
ofthe subscriber line cl large?

Yes, the Act specif es that all interstate subsidies should be explicit and funded by

all interstate telecommuni( :ltions carriers. In the interstate arena, the amount ofLifeline

subsidy still should be tied to the amount of subscriber line charge.

AdminIstration of Universal Service Support

72. Section 254(d) oLhe 1996 Act provides that the Commission may exempt carriers
from contributing to the support ofuniversal service iftheir contribution would be "de
minimis." The confennce report indicates that "[t]he conferees intend that this
authority would only te used in cases where the administrative cost of collecting
contributions from a c trrier or carriers would exceed the contribution that carrier
would otherwise have to make under the formula for contributions selected by the
Commission." What L~vels of administrative costs should be expected per carrier
under the various metnods that have been proposed for funding (e.g., gross revenues,
revenues net ofpaym( nts to other carriers, retail revenues, etc.)?

The conference re lort makes it clear that a carrier will be exempted from

contributing to the univer,al service fund only if the administrative costs of collecting its

share of the fund would b greater than the universal service revenues it collects. Under



NYNEX Telephone Com·)anies
Docket 96-45 Further Co; nments

August 2, 1996
Page 49 of 49

the NYNEX proposal, cont ibutions for the Federal fund will be based on interstate retail

revenues (see Answer 27) Each contributor's interstate universal service payment would

be based on a pro rata shar, of its interstate retail revenues. All interstate carriers would

apply the same percentage urcharge, calculated by the fund administrator, to their

interstate customers' bills. The incremental cost of modifying the billing system and

adding a surcharge line in, customer's bill is very small. Therefore, the cost to the carrier

to administer the surchargt and the cost to the fund administrator of determining the

surcharge and collecting Sl ,'charge revenues from the carriers, is likely to be less than the

funds that are received in c! most all cases Therefore, no interstate carrier should be

exempted from contributin 4to the fund.
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